Using voluntary decisions to limit investment, we investigate if the high payperformance sensitivities of hedge fund managers cause them to avoid overinvestment. Our results show that the primary objective of hedge fund managers is to hoard assets. We find that for funds closed to new investors, performance shifts from outperformance in the pre-closing period to average performance in the post-closing period. Funds that reopen are still too large to regain their outperformance. We also find that funds with higher outflow restrictions are less likely to close and experience a significantly higher performance loss over time. These results suggest that the high pay-performance deltas are not strong enough to prevent overinvestment and are offset by investor outflow restrictions.
Introduction
Over the last two decades, an increasing number of institutional and high net worth individuals have been drawn to the hedge fund industry. Hedge funds offer investors several benefits over traditional investment vehicles, such as mutual funds, including compensation contracts that should more closely align shareholder and manager preferences. Specifically, while hedge funds have large performance-based incentive fees, mutual fund manager compensation is provided almost exclusively through asset-based fees that exhibits little "pay for performance."
1 This incentivizes mutual fund managers to increase the size of their funds (Berk and Green (2004) ). Since Chen et al. (2004) find that U.S. domestic equity mutual funds suffer from diseconomies of scale, investors who successfully identify skilled managers when their funds are small get harmed by asset expansion.
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This study investigates whether hedge fund managers, with their large pay-forperformance compensation structure, close and reopen their funds to new investors to prevent overinvestment and performance decay over the 13-year period from 1998 to 2010. By examining the decisions of a subset of managers who are cognizant of the negative impact of asset size on their strategies, we are able to observe directly whether the large pay-performance deltas of hedge fund managers sufficiently motivate them to avoid the same fate as mutual funds.
The compensation contracts of hedge funds have several unique properties linking pay to performance, such as large asymmetric incentive fees, high water mark provisions, 1 Incentive fees are utilized by some mutual funds, although those fees are based on small percentages and have little impact on total fund fees. For a discussion of incentive fees used in the mutual fund industry, see Elton et al. (2003) . 2 While enjoying daily liquidity, mutual fund investors may have to pay redemption fees and back loads and experience search costs finding new investments (Sirri and Tufano (1998) ).
and hurdle rates. These characteristics cause hedge fund compensation packages to mirror those of stock-and option-compensated chief executive officers (CEOs). 3 On average, hedge funds pay a lucrative 20% incentive fee, which causes a $200 rise in manager wealth for every $1,000 increase in fund value. 4 For context, this delta is over 30 times greater than the sensitivity observed in corporate executive compensation. Hedge fund managers also often have personal investments in the funds they are managing, which would effectively increase the deltas above 20%.
Large performance-based incentives should cause managers to exert more effort on the behalf of investors (Agarwal et al. (2009) ). An additional benefit for current investors is that these large performance-related incentives should motivate managers to prevent overinvestment by closing funds to new investors before diseconomies of scale significantly impact performance. Funds will then not accept new capital until their relative sizes have declined sufficiently to allow new flows to have no measureable impact on subsequent performance. This compensation-related safeguard against harmful asset expansion is particularly relevant for hedge fund investors, since investments in hedge funds are subject to lengthy lockup periods and, in periods of financial crisis, can be frozen indefinitely. 5 Therefore, current investors can suffer large opportunity costs if hedge funds become too large after capital is committed.
We employ 13 different versions of the Lipper TASS data to capture changes in hedge fund investment status since the open/closed-to-investment variable is a snapshot variable. After determining if hedge funds reported as closed to investment indeed limit investor flows, we first examine what fund characteristics are related to closing and subsequent reopening investment events. We then examine the relative size of hedge funds that close and reopen, as well as the performance of hedge funds prior to and subsequent to the closing and reopening events.
In addition to examining all funds in aggregate, we separate them into two categories for all analyses: those funds in capacity-constrained styles, such as arbitrage styles, and those in styles that do not display significant capacity constraints, such as global macro and managed futures funds. If large pay-performance deltas are sufficient to align managers' interests with those of investors', hedge fund managers in capacityconstrained styles, who are likely to suffer more from diseconomies of scale, are even more likely to display significantly higher sensitivity to asset sizes.
While hedge funds closed to investment do limit investor flows, we find that managers' primary economic objective is to hoard assets. We find the average hedge fund closes when its size is 3.7 times the median fund size in its investment style, approximately the same size as mutual funds closed to investment. 6 be more sensitive to asset size, we find similar results for this subgroup when compared against the overall hedge fund population.
Finally, we find that funds with higher investor outflow restrictions, as defined by the sum of the lockup period, redemption notice period, and redemption period, are less likely to close to investment. These funds' performance also drops significantly more over time than funds with lower outflow restrictions. Overall, our results suggest that the strong linkage of compensation to performance is not sufficient to prevent hedge fund empire building and is also offset by outflow restrictions. We document this fact empirically by showing that closed hedge funds increase their performance-based pay even when performance declines.
Our findings are related to two strains of the literature. First, our results expand conclusions on the ability of performance-based compensation to link the interests of principals and agents. Prior results examining the effect of pay for performance on CEOs has been mixed. While some studies find a positive relation between greater equity incentives and shareholder returns, 7 Bliss and Rosen (2001) and Harford and Li (2007) find a majority of bidder CEOs are better off after acquisitions, even if their acquisitions cause losses for current shareholders. An explanation for this disconnect is that CEO deltas are too low. For example, Jensen and Murphy (1990) find CEO wealth only increases $3.25 for every $1,000 increase in firm value, and Hall and Liebman (1998) find the value is closer to $6.00. Our results suggest the large pay-performance deltas embedded in hedge fund fee contracts, which are significantly larger, also do not properly align incentives.
7 Datta et al. (2001) find a link between merger performance and acquiring managers' equity compensation. Lehn and Zhao (2006) find CEOs with poorly performing acquisitions are more likely to be replaced.
Second, our results relate to the impact of size on fund management. Prior findings on the relation between performance and size in the hedge fund industry are mixed. While Fung et al. (2008) find that superior funds of funds experience performance declines over time due to diminishing returns to scale, find that large funds of funds outperform small funds of funds because of due diligence economies of scale. do find that larger hedge funds underperform smaller hedge funds, as does Teo (2009); however, Getmansky (2005) and Naik et al. (2007) only find that some styles are impacted by diseconomies of scale. By focusing on funds whose managers acknowledge diseconomies of scale in their strategies, our findings directly relate to whether pay for performance prevents these managers from collecting too many assets. Bris et al. (2007) find similar results in the mutual fund industry; however, our results concerning the hedge fund industry add significantly to the literature due to the different compensation scheme.
The rest of the paper is organized as follows: Section 2 outlines the 13 versions of the Lipper TASS hedge fund data and the testing methodology. Section 3 contains results related to hedge funds closing to new investors. Section 4 presents empirical evidence on hedge funds reopening to investment. Finally, Section 5 discusses our results and Section 6 concludes the paper.
Data and Methodology

A. Description of the Data
We obtain data from Lipper TASS, which is one of the most widely used datasets in the hedge fund literature. 
B. Identification of Capacity-Constrained Styles
Mutual fund studies find equity styles suffer from considerable diseconomies of scale (Chen et al. (2004) Before we begin our analysis of closing and reopening to investment events, we investigate whether hedge funds that report themselves closed to investment actually limit investment flows. If closed to investment hedge funds continue to accept an economically similar amount of flows compared to open funds, the closure decision does not provide any insight into why managers limit investment. Funds could be labeling themselves that way by accident, for marketing purposes, or current investor flows could be so high that new investor flows would be insignificant. We present two models using
Sirri and Tufano's (1998) methodology in Table II . The first model simply uses a dummy variable that is one if a fund is closed to investment, and zero otherwise. The second model includes interaction terms between the closed to investment dummy and the three piecewise performance variables.
<Insert Table II 
B. Why Do Funds Close?
A natural question is why hedge funds close themselves to new investment. Bris We conduct three models, all with standard errors clustered by fund. The first model includes all funds, the second includes only capacity-constrained funds, while the last model includes only non-capacity-constrained style funds. We also examine the closure decision using two performance measures. The first performance measure is raw returns. While raw returns do not necessarily indicate the skill of the manager, funds' incentive fees are based on raw returns. Thus, ultimately the link between pay and performance is based on this performance measure. These results are presented in Panel A of Table III , where we include the fund's total return and monthly standard deviation using returns from the year prior to closure. We also examine results using appraisal ratios from Fung and Hsieh's (2004) seven-factor alpha model. 18 The appraisal ratio is measured using the 36 months of returns prior to fund closure. For a fund to be included in the analysis, at least 24 months of returns must be available. Appraisal ratio results are reported in Panel B of Table III. <Insert Table III here> Consistent with the mutual fund industry, hedge funds close because they have large amounts of assets, which were acquired due to high performance. Regardless of the performance measure, closing funds have abnormally high performance compared to their peers. Funds that close also tend to have higher total management fees, which may encourage managers to close because they are receiving high levels of fixed fees. We also find that the level of outflow restrictions is related to fund closure. Funds with high outflow restrictions are less likely to close. Since previous results find a positive correlation between investor restrictions and asset illiquidity (Aragon (2007) ), this result is somewhat surprising. We expect those funds with high asset illiquidity to close more frequently, since it is reasonable to assume those strategies are more likely to suffer from diseconomies of scale. On the other hand, hedge fund managers whose investors are less able to leave the fund have lower incentives to close to preserve performance.
Finally, we find few differences across the two subgroups. Closure in both groups is related to fund flows, size, and performance. Interestingly, the relation between restrictions and fund closure is only significant for those funds in capacity-constrained styles, which, again, is against our expectations. In the case of total management fees, if non-capacity-constrained styles close at larger absolute levels, than it stands to reason that total management fees would be more important in those styles, since management fees may represent a larger portion of total fees.
C. Closure Size
Our prior results find funds that close tend to be larger than non-closing funds.
This section investigates the closure size of hedge funds more closely. By doing so, we can compare the average closing size of hedge funds to that of mutual funds. We can also compare the closure size of funds based on our capacity-constrained splits. Funds in capacity-constrained styles are more sensitive to size and, thus, funds with higher performance will need to close at relatively lower asset levels to prevent diseconomies of scale from overpowering managerial skill.
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Each year, we rank all funds by size in their respective styles. We compare the sizes of the closing funds at the end of the year before they close, as well as the sizes of the funds the year they close. 20 We then compute the average size percentile of closure for our entire sample, as well as for our two groups split by capacity constraints. We perform several Wilcoxon two-tailed tests to assess the differences in closure size. The results are reported in Table IV. <Insert Table IV here> 19 Since funds closing to investment have above-average style-adjusted performance, these funds may continue to grow faster than the average style fund, even without accepting any new flows. 20 TASS does not provide exact dates when funds close to investment in all cases. While we could use either date, we report both here as robustness checks for our results.
Overall, we find little evidence that the large pay-performance delta of hedge fund managers causes them to close at relatively lower asset levels. In aggregate, the average size for closing funds is statistically and economically larger than the average open fund size. Across all styles, the average closing fund ranks in the 73rd percentile of asset sizes, whereas the average fund that remains open is in the 54th percentile. In terms of raw size, a closing fund has approximately 3.7 times the amount of assets of funds in its style that remain open. 21 We also find little difference between hedge funds in capacity-constrained styles and those in non-capacity-constrained styles. Both groups' funds close at approximately the 73rd percentile. Overall, closed funds tend to continue to significantly increase in size the year of closure.
Although the hedge fund and mutual fund industries are structured differently, the relative closing sizes of the two groups are strikingly similar. Bris et al. (2007) find the average closing mutual fund is over three times larger than the average non-closing mutual fund. Hence, even though hedge funds have much larger pay-for-performance sensitivities, hedge funds are closing at the same relative size as mutual funds.
D. Do Hedge Funds Close to Preserve Performance?
One limitation of the previous results is the reliance on indirect measures to determine if hedge fund managers have incentives to close funds early. Since closed hedge funds have superior performance prior to closing, compared to their open counterparts, these hedge funds managers may have skills that can overcome capacity limitations. To determine if that is the case, we examine the performance of hedge funds around the decision year to close to investment. Using an event study framework, we examine the performance prior to and after closure and then examine the change from pre-to post-closing periods. If hedge funds are closing to prevent significant performance declines, there should be no significant change in performance between the two periods.
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As with the prior analyses, we use both returns and appraisal ratios from Fung and Hsieh's (2004) seven-factor model. For the period prior to closure, we use the same appraisal ratios used in the prior logistic models. Appraisal ratios are estimated over the three years prior to the closure year, with a requirement of at least 24 observations.
Appraisal ratios in the subsequent period are based on the 36 months of returns after the pre-closing period. Again, 24 months of observations are required to be included in our analysis. For a fund to be included in the analyses, it must have performance information in both the period prior to closing and the period after closing. To control for changing returns and alphas over time, we use excess returns and appraisal ratios in our analyses.
Excess measures are calculated by taking the fund's performance in a particular year and subtracting the style average for that year.
Although not a measure of skill, we utilize raw returns for several reasons. First, as mentioned previously, incentive contracts for hedge fund managers are linked to returns instead of more complex measures. By examining returns, we are performing an "apples to apples" comparison of a fund's performance against the manager's compensation benchmark. Second, our flow regressions, as well as those results
documented by previous researchers, show that hedge fund investors react to returns after 22 If a significant performance decline is found, an alternative explanation is that the manager's closure timing is poor. In other words, the manager may have over-estimated the amount of assets the manager's strategy could support. We address this possibility in Section 4 on reopening events.
adjusting for style and that funds experiencing the best performance as measured by returns experience the largest flow losses by closing. Finally, the data necessary to measure appraisal ratios lead to a look-ahead bias. 23 While this bias would generally be in favor of finding performance persistence for closing funds, our return-based analysis does not suffer from as large a look-ahead bias, since it only requires returns in the year prior to closing and the year after closing. that remain open, whereas appraisal ratios are still positive, but insignificantly so. We also see that capacity-constrained funds' performance significantly declines over time compared to that of funds in non-capacity-constrained styles. In both periods and for both performance measures, we see no significant differences in the performance of closed funds in capacity-constrained styles as compared to closed non-capacityconstrained funds.
When looking at the change in performance from the prior to post closed periods two results do not support hedge fund managers closing to preserve performance. First, the performance of funds that close drops significantly, by almost 7% per year. Not only is this drop statistically significant, but it also economically important. Obviously, a hedge fund investor who invests just prior to closure and is locked into the fund will experience significantly lower performance than expected. Secondly, we find that, although they still outperform in the period post closing, funds with higher total restrictions experience a significant performance drop from one period to the next. This is even after controlling for the possibility that these funds are more likely to be in capacityconstrained styles. Since these funds are less likely to close and also have lower incentives to preserve performance, since investors' assets are "sticky," this result is somewhat unsurprising.
Overall, closed hedge fund investors and their mutual fund counterparts fare similarly. Bris et al. (2007) find that closing mutual funds, while significantly outperforming the year prior to closing, like hedge funds, have performances that match those of their peers while closed. This result is also consistent with the hypotheses of Beck and Green (2004) , that investors will invest in funds until all managerial skill is extracted. Surprisingly, we find hedge fund managers are allowing investors to provide capital until the fund has average performance, just as in the mutual fund industry, even though hedge fund manager compensation is linked closely to performance.
One possible explanation for our findings is that hedge fund managers who closed to investment are not skilled. Thus we are simply observing unskilled managers who are lucky, and the observed performance change is mean reversion. While the average mutual fund manager does not have skill (Carhart (1997) ), the average hedge fund manager does (Ackermann et al. (1999) , Liang (1999) ). As a robustness check, we compute the average seven-factor alpha and appraisal ratio for our closed funds in the period after closing.
Both measures are statistically significant, indicating that closed fund managers, on average, do indeed have skill which is equal to that of the average hedge fund manager, even though closed funds are significantly larger.
Reopening to Investment
A. Reasons for Reopening Funds
While hedge funds closing to investment do not provide evidence that this occurs to preserve performance for current shareholders, reopening events also provide a lens into the effect of pay for performance on hedge fund managers' management of fund assets. As noted early, over half of closed hedge funds reopen during our sample period, which is again consistent with the mutual fund literature. Mutual funds reopen once fund size drops, and thus the reopening event most likely is due to a desire to generate more asset-based fees. Mutual funds do not regain their pre-closing outperformance after reopening.
Hedge funds generate fees from both performance and asset size and therefore may be more likely to reopen once high performance can be sustained. In addition, as mentioned previously, a potential explanation for our earlier results on closing events is that hedge fund managers may have overestimated the amount of assets that their strategies could support. If that is the case, reopening decisions may provide better evidence that pay for performance encourages managers to preserve performance. On the other hand, performance-related fees are not enough compensation for hedge funds to close to preserve performance, and asset level changes may be the major motivation to reopen funds.
As with the fund closure analysis, we again use a pooled logistic model to investigate the reopening decision to determine if the motivation for reopening differs significantly from that for closing. Funds are labeled with one if they are closed in the prior dataset and reopen in the next. Funds that are closed in both sets are labeled with a zero. We fit for the reopening case, so positive coefficients indicate an increased likelihood to reopen. Because we have significantly fewer observations to investigate reasons for reopening, we limit our independent variables to a subset of those used in the prior analysis to increase power. All variables are lagged, style as well as year dummies are included, and standard errors are clustered by fund. The results are reported in Table   VI. <Insert Table VI about here> Reopening events also provide little evidence that pay for performance better aligns managers and investor preferences. At best, reopening funds perform similarly to other closed funds, which we previously found is simply average performance. In fact, when using returns, performance for those funds that reopen is significantly lower than for other closed funds. Funds that reopen should have significantly higher performance if they are again small enough to outperform their peers. Related to this point, there is little indication these funds have become significantly smaller. In both models, fund size is insignificantly positive.
As with the closing decision, we investigate the reopening decisions of our two style groups separately to determine if capacity and non-capacity-constrained funds act differently. Unlike for the closing decisions, there are significant differences between the two groups. There is no evidence that non-capacity-constrained funds reopen to investment due to reduced size or higher performance. In fact, no fund characteristic is able to examine why closed funds in this subgroup reopen. On the other hand, capacityconstrained funds actually reopen under conditions that are inconsistent with investor preferences. Funds that decide to reopen to investment have lower performance and higher asset levels than their other closed peers. They also have higher outflow restrictions, again indicating lower incentives to preserve performance.
B. Reopen Fund Size and Performance
Our prior findings suggest funds that reopen to investment are not significantly smaller than other closed funds. As with closing events, we examine the size of funds when they reopen. We rank funds in their styles and look at the average percentile size ranks of all funds together and then both capacity-and non-capacity-constrained styles separately. Since closed funds, on average, are too large to generate outperformance, we should see funds that reopen to investment are smaller than their peers. Again, capacityconstrained funds should even be smaller than their non-constrained peers to regain their outperformance. We again look at asset levels at the end of the year prior to reopening and the year the funds reopened, since we do not have the exact date of reopening for all funds. The results are reported in Table VII. <Insert Table VII While these results are surprising, they are not unexpected, given the results of the reopening logistic models. As a comparison, mutual funds reopen to investment quite close to the median fund size. Thus, hedge funds in aggregate reopen at higher relative asset levels when compared to mutual funds. One potential reason for this difference is that the median-size hedge fund is only a small fraction of the assets run by the mediansize mutual fund. Thus, economic factors may cause hedge funds to reopen at higher relative asset levels.
As with the closing events, we examine the performance characteristics of reopening funds before and after they reopen. Our analysis is performed exactly as that documented in Table V . This analysis, however, centers on the reopening events. Our
control group is open funds. Thus, we are comparing the performance of reopening funds against the funds they will compete against for flows. In unreported results, we performed the same analysis comparing reopening funds to other closed funds and found similar results. Results on reopening performance are reported in Table VIII. <Insert Table VIII about here> Overall, the performance of reopening funds is similar to that of other open funds in both the periods prior and post reopening. Thus, funds are reopening to investment before they are able to significantly outperform once again. This result is consistent with the large sizes found previously.
Discussion of the Results
Throughout our analyses, we have found that hedge funds close at sizes that are too large to allow for outperformance. These results are somewhat surprising because of the large pay-for-performance deltas that are embedded in hedge fund compensation contracts. In fact, the results we find are similar to findings in other areas with either no or low pay for performance. For example, Bris et al. (2007) find similar results for mutual funds that have almost no pay for performance. Bliss and Rosen (2001) and Harford and Li (2007) find that CEOs, who have stock options and so forth, make acquisitions that hurt shareholder value. Generally, it seems that the behavior of agents is invariant to the size of pay-for-performance delta. 
Thus, incentive fees are also based on the asset levels of funds. Since the incentive fee percentage is likely fixed over time, the drivers of changes in total incentive fee are changes in fund returns and fund assets. If assets increase faster than returns diminish, then hedge fund managers are acting rationally by increasing assets and reducing performance.
Using our data, we can calculate incentive fees for our closed funds in the year prior to closure and the year of closure to demonstrate this relation. For our sample of closed funds, we compute the average and median return, assets (in millions of dollars), incentive fee percentage, total incentive fee (in millions of dollars), and total compensation (in millions of dollars) in both years. When computing the incentive fee, we assume no hurdle rate and that all investors are above their high water mark. 24 The results are reported in Table IX. <Insert Table IX about here> Closed funds experience an increase in their total incentive fees from the year prior to closing to the year of closing. This increase occurred even though average and median performance declined by almost 4.5%, which is about a 24% decline in performance. However, this loss of performance occurred during a 41% increase in assets. Since the change in asset size is greater than the change in performance, the net effect is an increase in fund performance-related compensation. Thus, it is in the fund's best interest to continue to grow even though fund performance has declined. Note that this relation does not even account for the management fee portion of the hedge fund compensation contract. Once accounting for the fixed fee, the incentive to hoard assets is even higher. This is generally true whether the fund is in a capacity-constrained style or not.
Conclusion
Hedge funds are unique investment vehicles that have experienced tremendous growth over the last decade. They have fund characteristics that better link the incentives of current investors and fund managers, such as large and economically significant 24 TASS does not provide information on hurdle rates. Since closed funds have extremely high performance prior to closing, it is unlikely that any investors are under their high water mark.
incentive fees, high water mark provisions, and managers' personal investment in their own funds. Overall, this structure should reduce agency costs for hedge fund investors when compared to other investment funds, such as mutual funds. These performancebased incentives are also many times larger than those for company CEOs, who can still increase their compensation even if their acquisitions cause losses for current shareholders. By examining whether hedge fund managers' decisions to limit investment are to prevent diseconomies to scale, we can determine whether these more significant links between pay and performance are strong enough to incentivize agents. Specifically, by examining the decisions of a subset of managers who are cognizant of the negative impact of asset size on their strategies, we are able to observe directly whether the large pay-performance deltas of hedge fund managers sufficiently motivate them to avoid empire building.
However, we find little evidence that this is the case. In aggregate, hedge fund managers do not close funds before the occurrence of significant diseconomies of scale, since closed hedge funds transition from significant outperformance to average performance. When examining a subset of funds in capacity-constrained styles, we find capacity-constrained funds act similarly. Hedge funds reopen when they are still too large to generate outperformance. We also find that the presence of high investor outflow restrictions leads to a lower likelihood of closure and greater performance loss over time.
Our findings are similar to those found in the corporate literature, as well as those found for mutual fund managers, even though those managers have little to no pay-forperformance compensation.
Overall, our results show that hedge fund managers have a profit maximization function consistent with hoarding assets. Even though incentive fees are based on performance, they still have a strong linkage to the size of the hedge fund. Unless the delta change in performance is larger than the delta change in assets, hedge fund managers will be incentivized to increase the size of their funds at the expense of outperformance. This relation holds even before accounting for fixed fees. Thus, our findings suggest that in most circumstances pay for performance alone is not sufficient to align agent and principal interests in the hedge fund industry. FungHsieh (2004) seven-factor appraisal ratio, and monthly standard deviation for the fund, respectively; Fund age and log(fund assets) are the fund's age in years and the log of the fund's assets, respectively; High Water Mark is one if the fund uses a high water mark, and zero otherwise; Incentive Fee is the fund's incentive fee; Mfee/Asset Interaction is the management fee multiplied by the funds log assets, which represents the total amount of asset-based fees generated by the fund; and Total Restrictions is the sum of the lockup period, redemption notice period, and redemption period in months. All variables are lagged by one period. Standard errors are clustered by fund and all models include style and year dummies. Panel A reports the results using fund returns as the measure of performance, while Panel B reports the results using fund appraisal ratios as the measure of performance. Here ** and * denote significance at the 1% and 5% levels, respectively. Fung-Hsieh (2004) seven-factor appraisal ratio, and monthly standard deviation for the fund, respectively; log(fund assets) is the log of the fund's assets; High Water Mark is one if the fund uses a high water mark, and zero otherwise; Mfee/Asset Interaction is the management fee multiplied by the funds log assets, which represents the total amount of asset-based fees generated by the fund; and Total Restrictions is the sum of the lockup period, redemption notice period, and redemption period in months. All variables are lagged by one period. Standard errors are clustered by fund and all models include style and year dummies. Panel A reports results using fund returns as the measure of performance, while Panel B reports results using fund appraisal ratios as the measure of performance. Here ** and * denote significance at the 1% and 5% levels, respectively. 
